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ABSTRACT 

As part of a review of California's strategy for 
helping recipients of Aid to Families with Dependent Children (AFDC) 
find jobs through the Work Incentive Program (WIN), eight 
demonstration programs were analyzed. There were four major findings. 
Firs*, the Department of Social Services (DSS), which targets AFDC 
recipients with recent job experience for WIN employment and training 
services, should instead target AFDC recipients who lack recent work 
experience. To that end, legislation is needed to redesign State 
employment and training programs. Furthermore, increases in 
participant earnings, not placement rates, should be made the primary 
measure of the success of employment programs. Second, the most 
cost-effective services are job search and skill training services. 
Third, State and local coordination of WIN and Job Training 
Partnership Act services is essential if their impact on increasing 
participant earnings and reducing AFDC is to be maximized. Local WIN 
managers should be given responsibility for determining the types of 
provided locally, and legislation should be created that 
DSS to develop guidelines and procedures for supplying local 
with the information needed to determine the types of 
appropriate to different economic conditions. And fourth, 
the two primary goals of the WIN program are to reduce welfare 
dependency by increasing the earning power of AFDC recipients and to 
reduce AFDC grant expenditures. To address both goals, a two-tiered 
strategy is required. (KH) 
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INTRODUCTION 

This report, reviews the* effectiveness of the Work Incent.ivt^ (WIN) 
program, which is designed to help'recipients of Aid to Families with 
Dependent Children (AFDC) find jobs. . , 

The WIN program was created by the federal government in 1967. 
Sincp establishing the program, the federal government has funded numero,us 
evaluations of the services provided under the program. The results of *l 
these studies, however, are rarely discussed n*n connection with legislative 
proposals that would establish or modify employment programs servi^ng AFDC 
recipients.* ' . 

We reviewed eight of these evaluations in order to provide the 
Legislature with information on th^" effectiveness of various employment and 
t.'aining services provided to AFDC irecipients. Specifically, we reviewed 
the available research for the purpose of answering the following four . ^ 
questi'ons: ^ 

• Which AFDC recipients should be targeted for WIN services? 

• What types of WIN services should be provided to AFDC recipients? 

• To what extent should local political and economic factors be 
taken into account as part of the state's WIN strategy? 

How can the WIN program reduce welfare dependency and AFDC grant 
costs? 

Wp believe that answers to these questions will help the Legislature 
maximize the positivp impact of employment services provided by. the WIN 
progrpn to AFDC recipients. 




This report was prepared By Paul Warren undpr the supervisien of 
Hadley Johnson. The report was typed by Kathi WiVVi^ms. 
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EXECUTIVt SUMMARY °" 

This report reviews the slate's strate(jy fpr helpir cpiertts of 
Aid to Families with Dependent Children . (.AFDC) find jobs. through the Work 
Incentive (WTiJ) program. .As part. of this review, we analyzed, the results , 
of eight demonstration programs that were set-up to evaluate the 
effectiveness of various types of employment and training services provided 
*by the WIN program. The results of the demonstration programs provided' us 
with a basis for answering four questions that bear on the effectiveness^of 
tha^state's.^lIN strategy. . 

Which AFDC- Reci.plents' Should be Targeted for WIN Services? " ' " 

The Department of Social Services (DSS) targets AFt).C recipients who 
have recent job experience (primarily .recipients of AF.DC-Unemployed Parent 
lAFDC-Ul) for WIN employment and training services. According "to the. , 
department, t.argetin<j recipients with recent job experience (1) enables the 
stote to help the largest possible number of AFDC recipients find jobs and 
(?) generater. the largest possible amount of AFDC grant savings:^ 

Based on the f-indings from 'the demonstration programs mentioned j 
ahove, we conclude that DSS is targeting the wrong recipients for WIN 
services . These findings indicate that the impact of WIN services is; :. 
maximized when they 'are provided to AFDC recipients whb do not ^have recent 
work experience (that ^s, recipients who have not worked in the past two 
years). In fact, tho state' s 'current targeting strategy may actually 
"'ininiize the positiv(» effect of WIN services since the research conducted 
to date find? that individuals with recent job histories do not benefit 
from employmenV^^and "^raining services. • 

-3- ■ / 



One of the main, reasons -why the department hffs«chosen to target 
services on the "wrong" recip-iehts is that tK^ department mealures. the 
succ^^s of employment and ^:ra1.n1ng programs in terms of placement 
rates— the percentage of WIN participant^ who find jobs.' The use of 
placement rates €ncouraq°es staff to serve recipients- with recent job 
experience precisely because they are easier to place in a job, and may not 
require many services. ^We finjd,' however, that placement -rates do not 
adequately measure the benefits individuals derive from WIN services, for 
^two reasons.' First,, the mere fact that a person. found a job does- not mean 
that the employment program had a "positive impact on the training . 
recipient. - This is because many job-ready persons who'receive employment 
services would have qotten a job without those services. , Secon'd, placement 
rates do not al.low the j'Legislature to compare the magnitude of the impact 
'that employment service, hav.e on participants. 

Thus, to the extent placement rates are used as the measure of 

<» ■ . ' 

success, WIN services will be targeted on those most likelV to find jobs, 
(with or without WIN's help), rather than pn those who can benefit the most 

« 

from these sprvices. ' ^ 

Because the state's strategy does not effectively target WIN fupds , 

<• . • fir 

we recommend enactment of legislation to redesign state employment and 
training programs for welfare recipients so that first priority for 
services is giyen to recipient s who have not worked in the previous two 
ye ars. In addition, we recommend that the legislation prohibit the use of 
pla cement rates as the measure of success for employment and training ' 
programs and, instead, require that increases in participant earnings be 
the prima ry performa nce measure . 



:ln 1984-85, California budgeted $39.7 million in st^te and federal 
funds for employment and training services specifically for AFDC' 
recipients, pf this. amount, $38.0 million is spent on job search training 
through .the .WIN program and the- Employment .Preparation* program (EPP). The 
•renaining $1.7 million funds two pilot training programs, the, Cal.ifornia 
4^elfare Employment Skills Training Act (CWESTA), and the Supported Work 
program. . , • - ' ' 

In addition to these funds, AFDC recipients" receive a significant, 
ahinunt of skill training— "in the form of both classroom and on-the-job 
training— through the Job Training Partnership Act (JTPA). 

The eight evaluations that serve as the basis for this report found 
that job search training and skill training along the 1 ines 'provided by the 
• WJN, EPP, and 4TPA programs resulted in the lar*gest sustained increases 'in 
earnings for AFDC recipients. Jhe 'increase in partieqpants' income, 
however, did riot translate- into grant ^savings. * This is because certain 
deductions from earned income eijable AFDC recipients to increase their 
earnings without lowering the grants to which they are entitled. Recently, 
thp federal government acted to limit the length of time during which these 
dpductions^-are available to AFDC r,ecipients*. This may increase the amount 
of grant savings achieved'by job search training and skill training 
services. s 

Nppd to Review Current Suppo rt ed Work and jJob Placement Programs . 
Jhe empirical research on empl dym^iil; and training services conducted to 
datp^ indicates, that some services furnished by existing state programs are 
not co§t-effective.. Specifically, the cost of-providing supported work and 
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job placement/serviqes' is greater than the increases in participant 
earnings and grant savings -that result 'frm these servi^ces.'J Jn 1983t84, 
t.hp state •spent i^.S fniUion^from ifhe General Fund.fpr suppojcted work and 
"job placement seVvices. Specifically, the J'ob Agent and Service Center 
programs provide placement services to di-sadvant^ged individuals. The 
Supported 'Wgrk program is currently testing^tfte supported work concept in 

California.' The empirical ev^iluations and previous .reviews of t*he , 

•• , , . .... 

performance of these programs 'indicate that, they rdo not help disadvantaged 

« I. ' * " . . • 

indivitfiials find j«b-s in a cost-effective manner, because the programs 

have changed somewhat since these performance rev.iews were conducted, 

"however, we are unable to assess tbe'effe^ctivenes's of the programs in their 

current form. Wf. believe the funds c.ommitte'd to these programs could be ' 

•is" f 

used in a more effective manner, to help, low-income individuals find jobs 
and obtain additional job skills. Therefore, in order to provide the 
. Legislature with an assessment of the services provided^by these p rograms, 
we recommend EDD conduct in-depth evaluations of the "Job Acient , Service . 
Center, and Supported Work programs. We* further recommend that this study 
in clude an assessment of the effectiveness of these programs relative to 
thp benefits of job search services and classroom, on-the-.iob , or othefr 
skill training services .' 

— * ■ " — ~ — ^ t » * 

CWEST A Needs to be Red esigned. The CWESTA prc-n am is testing the . • 
use of fi'ked-rate performance contracts as a method for reimbursing 
training contractor^. Under CWESTA, providers are reimbursed for each 
participant +hey place Hn a Job. By linking profits to placement rates. 
CWESTA encourages contractors to provide' services to individuals who are 
job-roady. As a result, recipients lacking recent job experience probably 
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will.i^ot receive CWESTA training. As. the eight evaluations of employment 

♦ 

and tra.ining services 'clearly found, however, prbv1din() sisrvices. to*^ 
indivi'duc's who -lack recent job experience results in the largest income 
(Wins to participants. ' Therefore, in order to insure that CWESTA training 
i s provided 'to individuals who are likely to benefit most from such 
training, we recommRnd. the enactment of legislation inodlfying the program's 
reimbursement mechanism so that Increases in recipient income— not 

♦ * 

placement rates—is the basis for reimbursing training providers . 

' <• ' ' " ■ . ■ - . • 

What Role Should' Local Economic and Political Conditions 
Play 1n the State's WIN Strategy?" ' T ^ 

' . ' the' success of the WIN\program is affected 6y economic -and political 

' ' \ ' ' 

conditions at the local level. \For example, local business and government 

\ 

leaders affect the success of Vocal WIN programs because they design local 
JTPA training programs that provide employment services to AFDC recipients. 
In order fori the WIN program to maxijnize its "Effectiveness, local officials 
must understand and cooperate with the state in targeting employmant and 
.tV'aining services on AFDC recipients. Our review of the JTPA programs 
suggests ithat, like the current WIN program, local JTPA programs tend to 
target .iqb-r'eady AFDC recipients for services. 

Coordination wit^p JTPA Essential . Currently, there is no formal 
Coordination betwejen local WIN offices and JTPA programs in providing 
services to AFDC recipients. This is unfortunate because eff^pctive local " 
coordination would result* in significant- program benefits. First, the 
impact of "the training. offered by each program would be enhanced iT it were 
targeted on the same group—AFDC recipients who lack recent job experience. 
Second, coordination, offers an opportunity to eliminate potential 
duplication of services provided by the two programs. By eliminating 



duplication, better coordinatfon would-inake additional funds available for 
training serv.ces to more recipients. 

Therefore, 1n order to maximize the positive impact of available 
training funds on AFPC recipients," we recommend the enactment of 
legislation requiring local WIN offices to enter into formal agreements 
with local OTPA programs calling for (1) AFDC recipients lacking recent job 

« 

experience to be given the highest priority for employment and training 
services furnished by both programs and (2) elimination of those intake, 
assessment, and training activities that are dupl icatfvel y 

Increase Local Autonomy Over the Types of WIN Services Provided . 
Local ecortnic conditions also directly affect the success of local WIN ' 
programs in helping recipients find jobs. The available research conducted 
to date indicates that job opportunities f AFDC recipients are extremely 
limited during times of high unemployment, ihe current WIN plan, however, 
ignores local economic conditions as a factor in the state's WIN strategy. 
In fact, the Department of Social Services plans to require AFDC-U 
recipients to participate in job search workshops and a subsequent 
supervised job search, regardless of whether suitable job opportunities 
exist within the local labor market. Moreover, local WIN managers will 
have no authority to alter the types of services provided to participants; 
the'authority for surh decisions will be retained by the central DSS office 
in Sacramento. 

Thp state's WIN strategy should be flexible enough to adjust to 
local labor market conditions. One way of adapting this strategy to local 
conditions is to allow local WIN offices to alter the mix of job search and 
skill training services offered to participants.* In areas of high 

J" 



unemployment, for example', local WIN offices could, direct funds away from 

« 

.iob search services and towards skill training. 

If local programs are to accommodate changing economic conditions, 
local program administrators must have responsibility for and a'jthority 
over t)ie types of employment and training services provided at the local 
level. Clearly, the needs of individual local labor maji;ets cannot 
adequately be assessed from the centnal office in Sacramento. 

Therefore, in order to increase the responsiveness of WIN services 

to local economic conditions, we recommend enactment of legislation giving 

local WIN managers responsibility for determining the types of services to 

be provided locally. We further rt^commend th'e enactment of legislation 

requiring DSS to devel op \gui defines and procedures that provide local 

managers with the information needed to determine the appropriate types of 

services to provide under different economic conditions . 

How Can the WIN Program Achieve Both Reduced' Welfare 
Dependency and Increased Grant Savings?" ^ 

Like most programs, tj^ WIN program could be administered to achieve 

^^^^^^ 

different (and perhaps conflicting) goals. Our review of the literature on 
the program has turned up two primary goals. These goals are (1) to reduce 
wpKare dependency by increasing the earning power of AFDC recipients and 
(?) to reducp WdC grant expenditures. Based on our review, we conclude 
^•hat a two-tiered approach is required to achieve both goals. 

On thp one hand, job search and skill training, represent the most 
effective m'Of'ns to increase the earnings of AFDC-Family Group (AFDC-FG) 
rpcJpients. It appears, however, that these increases in income may not 
translate in*o AFDC nrant savings. On the other hand, requiring AFDC-U 
recipients to participate in work experience programs results in 



significant grant savings. These grant savings, however, do not reflect an 
'increase in recipients' ability to be self-supporting. 

This, division between goals, recipients, and services suggest that 

the twin goals of the WIN program cannot be achieved by providing a single 

tyype of service -to AFDC recipients. In order to achieve both goals, the 
' state must provide the right type of services to the right group of 

recipipnts. 

At this time, we do not recommend that the state institute mandatory 
work expe ience programs for AFDC-U families, for two reasons. First, we 
do not know what happens to families terminated from aid due to 
program-related sanctions. Second, work experience services do not appear 
to generat'3 a sufficient amount of grant savings to offset the cost of 
providing thp serv^ices. The final report from the San Diego Work 
Experience program will provide additional information on the 
cost-effectiveness of work experience programs in" California, 
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CHAPTER I 
SCOPE OF THE STUDY 

The Work Incentive (WIN) program furnishes employment and training 
services to recipients of At^to Families with Dependent ChiVdren (AFDC) 
'benefits. This chapter provides an overview of the WIN program in order to 
lay the foundation for a detailed examination of the state's strategy for 
providing employment and training services to AFDC recipients through the 
WIN program.. Specifically, this chapter: 

• Describes how the WIN program is administered in California. 

• Discusses the goal's of the WIN program. 

• Discusses thelnefhb"ds'TvaiTable TdrHnea^ 
WIN program in achieving its goals. 

• Raises four questions, the answers to which should help the 
Legiflaturp identify the best strategy for achieving t>ie goals of 
the WIN program. (These ?|uestions are addressed in subsequent 
chapters.) 

Throughout this report, we use the terms "employment and training 
services" an'd "employment services" interchangeably, except where we 
expressly differentiate between them. 
Thp Current WIN Program 

The WIN proqrnm was created by Congress in' 1967 in order to help 
AFDC recipients find jobs and thereby become self-supporting. Since that 
♦ime, the program has provided a vari^ of emplfayment and training 
services to participants*. In 1983-84, the Employment Development 
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Department (EDO) spent $36.4 million ($30.6 million in federaV funds and 
$5.8 rftillion from the General Fund) to provide these s|rvices to about 
•^(6,000 new AFDC recipients. 

The state's WIN program currently is in transition." In the past, 
the EDO was^responsible for^the design and administration of the program in 
California. Recently, however, the state began participating in the 



administrative 
the Department of 



federal WIN Demonstretion program, causing a shift 1n 
responsibility for the state's WIN orogram from EDD tc 
Social Services (DSS). As the single state agency responsible for the WIN 
program, the, DSS contracts with county welfare departments and EDD for the 
provision of employment services. It also issues policy and procedure ' 
guidelines and regulations directing the focus of local programs. 

In gene rat, "the i)nrpose"of the~demon5tratti5n tsr^tarreduce errors in 

the administration of the AFDC program by allowing local welfare 
depaKments, instead of local EDD offices, to administer the WIN. program. 
Shifting administrative responsibility for the- WIN program to county 
welfare offices will concentrate decision-making authority foi' the AFDC and 
WIN prograns at the county ley_el^. . The DSS believes that this 
reorqanization will reduce, the number of errors previously made because of 
miscommunudtion betv-een EPP and the counties. - To accomplish this goal, 
thp demonstration progVam calls for county welfare departments to register 
recipients for WIN. In addition, the agencies will decide which recipients 
will receive employment or training services. Those recipients targeted 
for sprvices will be referred to local EDD offices, where appropriate 
services will be provided. Prior to the demonstration program, the EDD 
reqistered recipients for the WIN program and decided which registrants 
would receive services. 

16 
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What are the Goals of the WIN Program? 

Like most proprams, the WIN program could r,e administered to achieve 
different (and. perhaps conflicting) goals. Our review of the. literature on 
the program has turned up two primary goals that WIN could be directed to 
achieve. One- of these goals is to reduce the dependency of AFDC recipients 
on government aid by helping them to find jobs. This 's the stated goal of 
California's WIN program--" to reduce welfare dependency by helping 
participants find and retain unsubsidized jobs."^ The other goal is to 
reduce AFDC grant costs. «• 

It is possible that the state can achieve both of tl^iese . . , 
goals--reducpd welfare dependency and Increased grant saving— 1^ 1^ . 
employs the proper strategy. For example, if the services provided under 
WlN'increasl! l^rMrnings of an~A'FDC family by helping it to find jobs, 

\ 

\ 

that ^anily will be less dependient on government aid for its we^l-being, 

and this may allow a reduction in grant costs. On the other hand, the 

provision of certain employment servicels may achieve only one of these two 

goals. For example, employment programs* that discourage eligible 

individuals ^rom applying for AFDC benefits .may result in grant saYings, 

but m^y not increase their ability to be self-supporting. 

How Shogld We Measure the Success of the WIN Program 
In Meeting Its Goals? 

While it is relatively easy to" determine if employment services 
result in grant savings, it is more difficult to measure the extent to 
which such services reduce welfare dependency. In fact, much has been 



Tl' Employment (level opment Department, Welfare Employment Programs; 
19R?-83 Report to the legislature . 



written about the best way cf measuring the success of employment services 

in Vpducing welfare dependency. Based on our review, we conclude that 

increases in an individueirs <»arn.ings are the best measure of whether 

employment and training services successfully recluce welfare dependency. 

This is because ^>arnings directly reflect a person's ability to find and 

keep a iob. Therefore, if employment and training services result in 

increased participant earnings, they, also should increase the possibility 

that the individual will be able to get off aid and become self-supporting. 

Employment services can lead to increased earnings in two^different 

ways. First, employment services can enable the recipient to work more 

hours each week.^ This would be the case if these services allowed a "worker 

to shift from unemployment to:full-tine or part-time employment, or from 

part-time, to full-time employment. Second, employment services can lead to 

increased earnings by enabling the recipient to obtain a ,iob paying higher 

wages . ' " 

Wha t is the Pest Strategy for Achieving the 
GoaTi" o'F'the WIN Program? 

For the purposes of chis report, we. have. assumed that the goals of 

the state's WIN program are twofold: (l)'to reduce welfare dependency and 

(?) to increase AFDC grant savings. As noted above, it is' possible that a 

sinnip strategy will achieve, both goals simultaneously. If that is the 

cc>s(', then the Legislature need not choose between the two goals. It is 

also pnssiblr, however, that different strategies would be needed to 

ar.hif^ve both gocils. In that case, the Legislature would have to decide 

whf'thpi' to pursue both goals independently, or to designate one goal as 

bfiru; more important and offer a package nf services designed to achieve 

thdt (joal . 



In order to determine wWch- strateqies most effectively achieve the 
qoalvof the WIN program, we will focus on four questions. The answers to 
these questions could provide the general outline for an employment and 
tratninq strategy that would more effectively serve welfare recipients. 
These four questions are as follows: . ^ 

0 Which Recipients Should Receive Services? The most basic element 
of, a WIN strategy is the designation of a tatjget group for the 
s . rficeipt.of .services. In Chapter 2, we identify the groups of 

recipients that, ip the past, have experienced the largest gains 
from eraploymen±_and trai.ning services, 
t 'What Types of .Services Should the State Provide? The second 
basic element of a WIN strategy is deciding which services will 
most benefit the target group. In Chapter 3, we discuss the 
relative effectiveness of various types of employment and 
training services. . , 

t What 'Role Should LocaV Labor Market Conditions Play in the State's 
WIN Strategy? The WIN program operates within^ the context of 
local economic, "business, and political environments. Chapter 4. 
discusses how the WIN strategy should account for these forces. . 
« How Can the State Reduce Welfare Dependency and Increase 
Grant Savings? In Chapter 5, we ag^in discuss the potential 
conflicts between the two goals of the WIN program, this time 
within the context of the findings from the previous sections, 
ne monstratiop Program Results Will Guide Our Study 

To date, there has been extensive research on the effectiveness of 
the WIN proaram. We have rpviewed the available research data in order to 
develop answers to the four questions listed above. 
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' Except where noted. Ml of the fincH.gs relied on in this study «re ,. 
based on research involving randomly assianed test and contr(M groups that 
was designed to measure the effect of services on partteipant behavior. In 
qeneral. these denionstration projects provided employment services to 
participants In the test group, but no services to the control grouf). 

We have limited our review io demonstration projects with randomly 
assigned test and control groups because such a design helps to ensure that 
the results ere impartial and unbiased. While anecdotal evidence may 
lllustrate'a finding more clearly than a page full of statistics, citing 
one person's experience may not represent the experience of most 
participants. While using only the results from test and control group . _ 
demonstrations reduces the number of studies available for our revieyi. we 
believe that it is appropriate to do so because these studies provide a 
«,re accurate and unbiased basis on which to draw conclusions. 
Refugee Programs Not Discussed 

Th]s report does not discuss the impact of WIN services on refugees 
. for 'two r^iSons. First, the WIN program generally does not provide 
services to" refugees. Instead, the employment and tratning needs of ^. 
refugees are served primarily through special refugee programs administered 
by DS5. Second, this paper is intended to review the success of WIN 
employment and training strategies, using the results of specified 
demonstration programs. Unfortunately. t,o studies of employment and. 
' t>il..in9 services going to refugees h.ve been conducted to data. 

>r decision to exclude the refugee population from thiS rev.'ew does 
no. near that we believe the needs of these persons are less important than 
those of other recipients. On the contrary, we believe their needs 
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are compelling. Lacking any empirical data on state employment programs 
for refugees, however, we simply are not able to evaluate the effectiveness 
of different models for serving these persons. 



CHAPTER II 

WHICH AFDC RECIPIENTS 5H0ULD BE 
TARGETED FOR WIN SERVICESl 

In this chapter, we address the question of whicte. AFDC recipfcnts 
should receive WIN services. In general, California targets WIN services 

m 

oTi AFDC recipients who have recent .iob experience. Our review of the 
research on employment services, conducted to date, however, leads us to 
conclude that the current state strategy provides services to*the wrong 
group of AFDC recipients. These research findings suggest that if the 
state wants to maximize the impact of WIN services ^on the earnings of AFDC 
recipients, it should provide services primarily to those recipients who 
^lack recent Job experience, instead of recipients who were recently 
etnployed. 

The Need for Targeting WIN Services 

If the WIN -program had unlimited funds, it could provide employment 
and training services to all AFDC recipients. Because resources are 
limited, however, services" can be provided to only part of the eligible 
population. This, in turn, requires *the state to 'decide which groups of 
AFDC recipients should receive services and which groups should not. In 
1983-84, for example, EDD provided services to 46,000 AFDC recipients, 
which constitutes^ about 8.0 percent of all individuals eligible for WIN - 
■assistance dur ng the year. Therefore, due to limited resources, EDD must 
choose which AFDC recipients receive WIN services. 

The classic model of targeting was devised to help battlefield 
doctor^; decide which wounded soldiers to assist first, and reflects the 
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concept of ^'triage." -The triage approach calls for doctors to divide the 
group of wounded Into three categories: those who are In no danger of 
dying; those who cannot be save^ from dying; and those who will live only 
if they receive prompt medical attention.. Medical he,lp is then giveti to 
the wounded in this last orouo because these men will benefit the most 
from such help . In the saine way. the state can maximize the impact of WIN 
services hy providing' employment^ and training assistance to those 
recipients who will benefit the most from such assistance. ■•> 
Current State Strategy for Targeting WIN Services 

m 

Federal law requires' that all ATDC recipients and applicants, with 
certain exceptions, register to participate in the WIN program. The most 
important exception covers single mothers with children below the age of 

« 

six. Other AFDC recipients >may be exempted from WIN participation if they 
(1) live too far from a WIN office, (?) have health problems, or (3) find 
that child care is not available. ; 

Within the group of WIN registrants, the Department of Social* 
Services (DSS) targets WIN services, using the following priorities: 

1. Heads of ^families receiving AFDC benefits that- were recently 
approved for aid. These individuals are primarily male heads of families 
receiving aid under the AFDC-Unemployed Parent (AFDC-U) program who have 
recent, .iob experience. 

2. Heads of AFDC families who volunteer for services, 
a. All other mandatory WIN recipients. 

Because the WIN program Is not able to provide services to all WIN 
registrants, some registrants are placed In an unassigned pool. Unless 
these rpripients sub:,equently volunteer for services,- they probably will 
not receive any services under the WIN program. 
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.•According to thft OSS, the stat*»'s WI>! progran has two goals: ' (0) to 
help the maximum number AFDC recipients fin,d a job and (2)- to achieve 
the maximum AFDC grant savings by providinp.eniployrient services to welfare <: 
recipients. The DSS believes that both goals can be achieved by the same 
strategy; give AFDC-U recipients who have recent job experience prfpriby 
in receiving employment services. 

According to the-' OSS, this strategy maximizes the number of AFDC 
recipients, who receive help in finding a job. Specifically, by targeting 
employment services to individuals who have recent job experience, the. 

-J 

•state can increase the number of recipients who will find a job at the 

lowest possible cost, thereby allowing the limited -funds available to serve 

the jmaxirtium number of recipients. The DSS also believes this strategy 

maximizes grant savings because it results in relatively high- platement 

rates, thereby reducing the AFDC grants to families with employed parents. 

Demonstration"^ Program Results; AFDC Recipients With No 
^ Recent Job Experience Benefit the Most From WIN Services 

The research findings reviewed in the course of this study suggest 
that California's strateay of targeting WIN services on AFDC recipients 
v/ith recent, .Tob experience may not be the most cost-effective. In general, 
the research findings show that AFDC recipients with little or no recent 
job histories achieve the largest increases in earnings as a result of V^IN 
services. Conversely, individuals with recent job histories do not 
experience increases 1n earnings that are, on average, as large as 
individuals who have not worked during the previous two years. 

Table 1 illustrates this point by comparing the increases in income 
re'suUing from three types of traininq provided to at! 1 participants and 
participants who had not worked' during fh> two years prior to training. The 
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gains in income for individuals withoi^t recent ,iob expertence are much | 

^ ■ .„ 

larger— from 71 percent ta 144 percent larger— than the average gain tn . .1 
incomp experienced bv alV. participants receiving the same service. • Table 1 
.clearly suggests ♦'hat the most cost-effective str'ategy for the state to |: 
follow in allocating limited WIU -funding is to target employment'^services 

on individuals who have not worked recently, 

- ■» ^ • * 

^ ' Table. 1 ^\ , ^ ' . ^ 

Tr.ainintr^enefits Those Without - • ' 
Receiit Job fxperience 

If , 

Average Annual Increase in Earnings 

- , ' Participants 

All Without Recent Percent 
Type of Training Participants Job- ExpeHence • Difference 

Job Search (women) $575 $1,400' ' 144% 

Skill Training:^ 

Women X 1,300 . 2,500 . 92^ 

Men 200 ^ '4,500 

Supported Work (women) ' 700 1,200 71 

• • 

F. Appendix B lisTs'the studies that we used to determine the increase' in 
earnings. , _ 

b. "Skill" training includes on-the-job training, classroom training, and 
, voluntary work experience programs. 

c. Results are ircorclusive, due to the small number of men' receiving 
training who did not have recent ,iob experience. ' 

Which Recipients Do Not Have Recent Job Experience? 

Because WIN services have been found to be most effective when they 
are provided to AFDC recipients who have no recent job experience, it is 
important to determine who these recipients are so that they may be given' 
top priority for WIN services. 



Two primary grodps make up the AFDC populationJ- (1) female-headed 
families who primarily receive aid under the AFDC-Family Group (AFDC-FG) 
program ( they constitute roughly 80 percent of all AFpC caseloads) and (2) . 
male-headed families who primarily receive aid under the AFDCs-U program. 

Within both of these groups, there are recipients who have no recent job 

^' ■ . 

experience. Because of the fundamental differences" between these two 

groups, we will discuss their employment histories separate^.y. 

Women Receiving AF,DC-FG . In general, most women who receive AFDC-FG 

do , not have* recent connections to the labor forca. In fact, a national 

study found that only 15 percent of new AFDC-FG cases ,began' to receive aid 

1 

as a result of a fall in. the family's earnings. Instead, most of the new 
Family Group cases began to receivfe aid because of a change in the woman's 
marital status. Specifically, the study found that 45 percent of new cases 
began fopowing divorce or separation that left a woman as head of the 
family; Another SOi percent of the cases began when a single woman became 



an unmarried mother. . 

The DSS djiies not collect data on the reasons why women begin to 
recpive AFDC in /Cal ifornia. We do know, however, that ^ery few AFDC-FG 
famil ies--5.6 percent— report earnings while on aid. It is not clear 
wnether this low rate of employment reflects weak incentives for AFDC-FG 
recipients to work or whether it reflects the few skills these women have 
to sell in th^ job market. Without additional information on AFDC-FG 
recipients, cannot draw any further conclusions about these recipients' 
pmployment sttuation. 



1 . "PI wood and Bane, Dynamics of Dependence: The Routes to 
Self-Sufficiency (Cambridge, MA: Urban Systems Research and 
Engineering, Inc.', June 1^3). 

« 
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It is reasonably clear from the available evidence, however, that 
women on aid constitute the llbor force's, least desired, most disadvantaged 
oroup of unemployed persons. For example, the data show that female AFOC 
recipients do not benefit significantly from Improvements in the economy. 
Chart 1 illustrates the relationship between the Family Group caseloads and 
the number of unemployed persons. The chart shows that although the Family 
Group caseloads increase and decrease with the number of unemployed, the 
caseload changes are relatively small. Th,is pattern suggests that, while 
the avail ability of employment opportunities affects AFDC-F6 recipients' 
ability to get off welfare, other factors are more Important in affecting 
their chances t)f finding a job. Some of these other factors may include 
low skill levels and the lack of available transportation or child care. 

In addition, the available data show that it takes about a year 
before improvements in the economy affect the employment status of AFDC-FG 
recipients. Chart 1 shows that when unemployment goes up, AFDC-FG 
caseloads immediately increase. When unemployment declines, however, 
AFDC-FG caseloads continue to increase for about one year. This one-year 
lag between changes in unemployment and AFDC-FG caseloads reflects the 
persistently poor prospects that thesp recipients have in the job market.^ 
As employment conditions improve for the general public, employment 
opportunities for AFDC-FG recipients remain depressed. When unemployment 
increases. AFDC-FG caseloads follow suit with little or no lag. This'trend 
is typical of the "last hired, first fired" phenbmena, common to many 
low-ski^lled workers. 

Long- Term AFDC-FG Recipients . The AFDC-FG caseload is not 
honioci^nous. however. Some APOC-FG recipients remain on aid for a long 
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Chart I 

AFDC-FG Caseloads Indirectly 
Affected by Unemployment 
(all figures in thousands) 




time. -while other* recipients receive -assistance for onlyoa short period of 
time. Acceding to a national study, one-half of AFDC-FG recipients stay 
on aid for less than two years. The study considers these inrJivi duals to 
be short-term AFDC-FG recipients. The other h"'alf eff the AFUC-FG 
rec1pients--the long-term recipients— stay on aid for more than two years. 
These long-term recipients stay on aid for an average of six years. 

The charafctpristics of long-term recipients suggest that they have 
the fpwest job skills of all recipients,, a'nd therefore have a greaterneed 
for employment assistance than the short-term recipit^nt. In particular, 
long-term recipients (1) have several* children and (2) never graduated from 
high schopl. The study- found that because of their minimal job skills, 
these women leave welfare primarily by getting married, instead of by 

increasing their income. - 

The national study paints a different picture for short-term 

recipients. These women stay on aid for less than two years and leave the 
AFDC program primarily by Increasing their income, although some get off 
aid by. getting married. These women are more likely than long-term 
recipients to have high school diplomas. 

Conclusion . From the above, we conclude that long-term AFDC-FG 
rpci plants have the most Lo gain from WIN services. ,Most of these women do 
not.vjjave recpnt job experience and are not likely to find a job on their 
own. In contrast, short-term afdC-F6 recipients have a much higher 
probability of findirg'- employment without assistance. Accordingly, we 
believe the Legislature can improve the effectiveness of th^ state's 
WIN prcgranf by assigning the highest priority for WIN services to Ipng-term 
AFDC-FG recipients who lack recent job experience. 
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Men on AFDC-U . ' The employment situation of AFOC-U recipients is 
much different from that of AFDC-FG recipients. While AFDC-F6 recipients 
hpve weak, ties to the labor market, AFDC-U recipients-primarily men— have 
Sitrong ties to the job market. This close link to past job experience is 
<femonstrated in two ways. First, many AFDC-U recipients also receive 
Unemployment Insurance benefits, which are available only to individuals 
!who recently became une^mployed. 

Second, male AFO€ recipients benefit significantly from improvements 
.'in the economy. Chart ? shows that, between 1969 and 1982, the AfDC-U .. 
cese.loads increased and decreased significantly as the number of unemployed 
workers in California rose and fell. Between 1972 and 1974, for example, 
the number of unemployed workers declined by 25 percent, from 808,000 
persons to 610,000 persons. During this same period, AFDC-U caseloads were 
reduced by half, falling from 60,000 to 30,000 cases. 

Moreover, male recipients do not experience a one-year lag between - 
reductions in the unemployment rate and reductions in AFDC-U caseloads. 
Chart 2 shows that, when, unemployment goes up, so do the AFDC-U caseloads. 
When unemployment decreases, so do the AFDC-U caseloads. This direct link 
between AFDC-U caseloads and unemployment is extremely significant; it 
indicates that the employment p^ential of most AFDC-U recipients is 
largely determined by the availability of jobs suited to their skills. 

Long-Term AFDC-U Recipients . As with AFDC-FG recipients, there are 
Innq-tern and short-term AFDC-U recipients. The DSS does not maintain data 
on the length of AFDC-U spells— that is, the length of time male-headed 
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' Chart 2 

AFDC-U Caseloads are Very 
Sensitive to Unemployment 
(all figures in thousands) 
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famnies had been on aid' when the family stopped receiving assistance .^ 
Nevertheless, by comparing available data for men and women, we "estimate 
that more than 50 percent of AFOC-U families experience spells on aid 
lasting less than one year . This finding confirms that, for the large 
majority of men, welfare provides temporary income during periods of 
unemployment.' . / 

There are, however, AFDC-U recipients who remain on aid for lengthy 
periods. The research summarized in Table 1 suggests that like long-term 

♦ 

AFDC-FG recipienfs, these persor\,s -are more likely to benefit from WIN 
services than short-term aid recipients. 
Conclusion • ^• 

'Based on a review of the available research data, we conclude that 
long-term AFDC recipients--those who have not worked within the past two 
years--slnuld be targeted for WIN services. This does not mean that the 
needs of other recipients should be ignored. On the contrary, all AFDC 
recipients should be encouraged to actively seek employment. In terms of 
using the limited funds available for employment services, however, the 
available evidence strongly suggests that these services have a greater 
impact when provided to men and women who do not have recent job 
experience. , ' . 

Currently^ the state does not effectively target employment services 
to those who will benefit the most from them. Indeed, by providing 
fprvices primarily to AFDC-U recipients who recently qualified for aid, the 

T The DSS only collects data on the iTngth of t-ine current recipients 
have been receiving aid. These data, however, significantly 
under-report the number of short-term AFDC-U cases. This is because 
many of the short-term cases have come on and gone off aid before the 
data were collected. ^ 
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state is tarcieting services io AFDC rrdplents who are essentially 
job-ready. This tends to minimize the effectiveness of WIN resources In 
helping AFDC recipients find Jobs and become self-supporting. In terms of 
the triage analogy, the state's current strategy amounts to providing 
medlcJ services to mounded soldiers who would survive even without medical 

attention. 

The statt targets job-read^ AFrc-U recipients largely because the 
state measures the success of employmc^nt programs 1n terms of placement 
.cth. percentage of participants placed In a Job). Using 
placement rates as the primary perfon.ance measure encourages program staff 
to serve the job-ready because they are easier to place successfully 1n a 
job, compared to those who lack recent job experience. 

• The results of the demonstration programs find that the use of 
placement rates to measure performance under the WIN program encourages the 
state to serve the wrong target group. As one study comments: 

"Efforts focused on Tthe Job-r..ady] may appear more successful but, v 
in reality, make little difference In an underlying pattern of 
improvement.' In contrast, proorams targeted on those unlikely to 
" find jobs on their own may look less successful bu^.^ In fact, result 
in major chances In^^havlor... . This study thus provides further 
confirmation that program operators will be misled If they use 
program placerient rates as , a measure if program Impact." 
The use of plfcement rates to neasure the success of employment 
programs Is Intuitively appealing. This Is because placement rates tell us 



r-WrnpbiSFT?^.iHn5rseararC5rp^ , loh search Strategles j 

Lessons from the WIN Laboratory (November. 1983). 
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how many participants found a' job, which Is., after all, one of the purposes 
of employment programs. Our analysis Indicates, however, that placement 
rates do not adequately measure the sttccess of employment programs, for 
several reasons, First* the mere fact that a person found a job does not 
mean that the employment program had a positive Impact on the training , 
recipient. This Is because many job- ready persons who receive employment 
services would have gotten a. job without those services. Thus, In these 
cases, pi a cement- rate statistics give a false signal: they Indicate 
success when, In fact, the program has had no discernable Impact on 
participants. . . ^ 

Second, placement rates do not allow the Legislature to compare the 
magnitud e of the Impact that employment services have on participants. In 
contrast, the Increase in Earnings (expressed either in absolute dollars or 
percentages) measures the size of the Impact that employment programs have 
on participants. This information, in turn, allows the Legislature to 
target services in a manner that maximizes the Impact of these services. 

Thus, to the extent that placement rates are used as the measure of 
success, WIN services will be targeted on those most likely to find 
jobs— with or without WIN's help— rather than on those who can benefit the 
most from these services. Because this strategy does not effectively 
target WIN resources, we recommend that legislation be enacted to 
redesign state employment and training programs for welfare recipients so 
that, service s are provided to recipients who have not worked during the 
previous two years. In addition, we recommend theit the legislation 
prohibit the use of placement rates as the measure of success for 
employment and training programs and, instead, require that 'increases in 
participant earnings be the primary performance measure . 
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CHAPTER III 

WHAT TYPES *0F SERVICES SHOULD THE 
STATE'S WIN PROGRAM PROVIDE? 



In this chefpter, we consider what types of employment and trai>iing 
services the state should provide to WIN participants. In order to answer 
this question, w6 reviev^ed the findings from a rvumbeV of demonstration 
programs that tested the effectiveness of various employment and training 
services proVtded to AFDC recipients, -fncluding (1) job search and 
. placement services, (?) skill training, such as classroom and on-the-job 
training-, (3) supported work, and (4) work experience. , " 

" The findings from these demonstrations lead us to conclude that the 
most cost-effective services offered under' various employment and-. training 
programs are job searched skill training services. ' 
Current Employment and Training Programs for AFDC Recipients 

Tablp ? lists those employment and training programs designed to 
help AFDC recipients in California find elplt.yment. 
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Table ? 

California Provides Mostly Job Search Services 
. *To AFDC Recipients; Training is . 
Provided Through JTPA 



* 

% * ft 
• 

0 

Proaram Target Group 


* 

Services Provided . ' i 


• 

1984-85 ■ 
Funding . 
LeveT ; 
(milliopsi 


.7. STATE PROGRAMS: 








.. Work Ineentive (WIN) 


, AFOe-U 


Job search workshops and 
supportive services 


, $30.0, 


Emolovinent Preparation 


AFDC-U 


s 

Job search workshops In seven , 
counties 0 


8.0 


Supported Work Pilot 


Long-Term 
AFDC-FG 


Supervised work experience 


' 0.9 


California Welfare 
EmDlovment SKllts. 
TrSinInq Act (CWF^TA) 
Pilot ' 


None 

« 


Skill training ; 


0.8 


\OCAL PROC^KAMS: 






a. 


r. Job Training Partnership 


None 


Skill training and supportive 



Total 



$39.7 



i"; — Amounts spent on services for APUC recipients are-/not available. Local- » 
programs provide services to all low-income people, although they aree 
required to serve AFDC recipients in pVoportion to their representation 
i 13 the local low- income population. ^ 



Table 2 shows that job search workshops constitQte the primary employment 
servire provided to AFDC recipidots. Specifically, the sliate spends $38.0 
million, or %" percent, of its employment and training funds on job search 
workshops. These, workshops general ly last three days and teacfi 
pa^j^lcipants how to find job openings, how to interview for a job, and 
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• other basic job search skills. „ After completing the workshop, participants 
are required to undergo 90 days of supervised job search, during which time 
. thoy must contact a specified ncwiber,. of emoloyers in search of a job. 

In contrast to the $38 million prov-ided for job. search, workshops, 

i ■ ^ . . - 

the state has earmarked only $1.7 nil! 11 on \t\ 1984-85 specifically for 

• . '. • ^ ' 

training. State and federal funds support two pilot programs that provide 
training services: the Supported Work procjram and'^f?) the California 
Welfare Employment Skills Training Act .(CWESTA) program. In addition, an 
unknown 'amount of funds support training through the WIN program. 

\ 

The Supported' Wgrk program is administered by the EDD and is 
intended to improve' the productivity of participants by improving, their ' 
work/attitud?s and habits. In a support^ work program, long-term female 
j\FOC recipients are employed in a subsidized job and paid wages based on 
their productivity. Parrel pants '"graduate" from their supported-work. job 
to look /or an unsubsidized job when their productivity increases to the 
point where they'are considered to be employable. . ' 

The CWESTJ\ pi>Dt i*s testing^ the effect of usiog a fixed 
reimbursemant rate to pay training providers. Under' the fixed rate 
reimbursement mechanisn, contractors are paid a specified amount for each 
trainee who finds a job. Contradtors are not reimbursed for anv trainee 
who does not find employment. • , ^ • 

, In additiOiT tV) the two pilot programs, the state relies on the Jpb 
Training Partnership Act (OTPA) to provide training AFDC .recipients. ' 
Federal law requires local JTPA programs to provide training opportunities 
to AFDC recipients in propdrti.on to their share of the communi ty's ^low- 
Income gopulcition. The DSS indicates that under the WIN demonstration 
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proaram, it will continue to rely upon JTPA to provide training services to 

\ " ■ 

AFDC recipients. 

Demonstration Program Results . . ^ . 

We reviewed the results of eight separate evaluations of emnl o.vnient 
and training services J n order to determine 'the effectiveness of various 
types of services commonly provided to WIN participants. The results of 
our review a? summarized in Table 3. The costs and benefits shown in the 
table are.j)rimarily derived from the demonstration program results. In two 
rases, however, we estimated th^ costs of the services provid'ed using otfter 

i 

appropriate data. 

Table 3 shows that' voluntary job search services and skill training 

(classroom, on-the-irb,, voluntary work experience training) result in the 

largest net benefits to recipients. Net benefits in this case are defined 

as benefits ,( increased earnings plus grant savings) less the cost of 

providing thc^ services. The table shows that in the eight demon straXJi on . 

•• ' ' - \' 

programs, joh placement and supported work services were not found to ^\^. 

provide cost-effective services. In addition, mandatory job search and 

work experience services were found not to result in net benefits. (The* ^ 

effectiven^sr, of the mandatory programs in San Dieg^ County are based on 

pro! 1mi nary findings that are subject to change w^fen the final reiwrt on 

this demonstration program is issued in February /1985.) Ihe effectiveness 

of each individual service is briefly discussed/ below. 

Job Placement . The purpose of job placement activities is to re'fer 

> V 

prooran participants to job openings for which they are qualified. 

/ 
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Table 3 



Voluntary Job Search and Skin Training 
Achieve Largest Net Benefits 



Cost 
Per 



Program 



Averaae 
Annual 
Increase 



Length of Time Reduction In 



Net 



Trainee In Earnings Benefits Continue Welfare Costs Benefit 



V oluntary Programs 
Job Placement: 

V 

A11 women $300 
A11 men 300 

Job Search: 

AIT women 3S0 

. * Without recent 350 
Job experience ^ 

Skin Training: 

All women ?,400 

Without recent 2,400 
job er'^erlence 



All men 



2,400 



Without recent 2,400 
job experience 



Supported work: 
A1 1 women 



5,600' 



I Without recent 5,600 
Job experience 

Handator.v Progra ms 

Work Experience: 

Massachusetts (mt-t^ 450 

Food stamp (wome»)^. 50 
" " (menV 50 

San O^ego (woneo)^ 750 
" " (menV '750 

Job Search: 

San Olego (women) 600. 
" " (ran) 600 



None 
None 



$575 
1.400 

l.-JOO 
2,500 

200 
4,500 

700 
1,200 



185 
-150 

-7 

8 



113 

n 



Not significant 
Not significant 



2 years 
Z years 

3 to 5 years 
3 to 5 years 

NoY significant 

Not islgnlflcant 
■ 

3 to 5 years 
3 to years 



No significant effects 

3 months 
3 months 

6 months- 
6 months 



6 months 
6 months 



None 
fWne 



None 
None 

None 
(lone 

None 
None 



$775 
775 



37 

z: 

48 

198 



6 

62 



•$300 
.300 



760 
2.325 



1,733*^ 
4,440^ 



-1.850^ 
2 100^ 



-2,900* 
-1.540* 



17? 
-177 

-668^ 
-338^ 



-362j 
-454^ 
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i;; ArTpei'^^x B lists the studies we used to determine the effectiveness of these 
services. 

b. Net benefit Is definpd as the sum of Increased earnlnos and welfare grant 
savlnos less the cost of the services. The Increased earnings are 
^Iscount'^d at ^ rate of 10 percent APnually. 

c. Net benefits assume that earnings Increases last three years. 

d. Estineted. Supported work costs are high because the program pays wages to 
participants. 

e. Net benefits assume that increa^Jed earnings last three years; grant savings 
last one year. 

f. Services provided to participants Include Job search training and work 
expoMence. 

Results are prrliminary. Net benefits assume that Increases In earnings 
list one year; aren^* «;r»vinqs last one year. 

Results d^e inconclusive due to the small number of men receiving training 
wtio did not have recent job pxperience. ;» 
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The results of research conducted to date indicate that Job 
placemfent services do not .result In earnings gains for recipients. In 
addition, because job placement services do not result in^ increasled 
•earnings for program participants, there are no corresponding grant savings 
associated with this type of service. 

Job Search Services . Job search services differ from job placement 
services in that search services teach participants how to look for a job, 
rather than simply refer them to particular job openings. 

Table 3 shows that job search services result in substantial 
long-term benefits for participants. These services especially help those 
who do not know how to look for jobs, or those who lack recent job 
experience. The higher earnings of job search participants were not due to 
higher hourly wages. Rather, they were due to the fact that recipients of 
job search sprvices worked more ho^irs than those individuals who did. not 
receive such services. This suggests that job search services do not 
enable participants to find higher paying jobs, but instead help 
individuals" locate jobs offering more hours of work. In addition, the 
gains in earnings of job search participants persisted for at lea'st two 
years after program participation. . 

The increase in earnings experienced by women in this group did not 
translate .into significant AFDC grant savings. This is largely because 
federal law allows AFDC recipients to deduct child care <:osts and a 
specif iod amount of earned income fr on their family income for purposes of 
detprmining the size of the AFDC grarrts to which they are entitled. Such 
exepiptions enabled these women to increase their earnings without 
siqni-f'icantly lowering their AFDC grants. 
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Skill Training , Three types of trainlhg have long been offered 
under the WIN program? classroom training, on-the-job training, and 
voluntary work experience; Classroom training .involves instruction » 
provided primarily in a classroom ^setting. Classroom training can offer 
training in vocational skills or basic education and language proficiency. 
On-the-job training provides vocational. Instruction while the participants 
work for an employer. Voluntary work experience permits Individuals to 
attain job experience by vffluntariTy working for a public agency for up to 

13 weeks. ^ ' ' ' 

Although the federal government continues to spend billions of 
dollars on skill training programs, it has never sponsored a test-and- 
control -group demonstration designed to determine the relative benefits 
yielded by these services. Instead, it has relied on simulated test and 
control groups in order to reach conclusions on the effectiveness of skill 
training services. ^ • 

We reviewed the findings of two such simulatiOijs. In our judgment, 
both provide unbiased estimates of the costs and benefits of skill training 
programs targeted at low-income workers. 

Both studies reached similar conclusions about the benefits of 
training, even though they assessed different programs (WIN and CETA), The 
studies concluded that skill trainiag resulted in significant gains in 
participants' earnings lasting at least three to five years. In addition, 
thf costs anH benefits of all three types of skill training— classroom 
training, on-the-job training, and voluntary work experience— were similar. 
Classroom training seemed to achieve the highest increases in earnings, 
while on-the-job training resulted in somewhat lower increases. The 




differences in the benefits between these services, however, were not ^ 
considered to be significant. ^ • 

The increases in earnings resulting from these training services 
stemmed largely from an increase in the number of hours worked, not from an 
increase in wages. Only one-fourth of the .increases in earnings wa,s due to 
higher wages. The remaining three-fourths of the increase was due to 
increases in the number of work hours. (Increases in work hours may 
reflect increased desire to find a job, increased Ability to find and keep 
a job, or increased ability to find a fullrtime'' jo^ rather than a part-time 
job.) The gains.' from this type of traininc^ appear to continue for at least 
three-to-five years. As with job search training, no significant grant 
savings resulted from skill training programs because of .he income 
deductions permitted AFDC recipients. 

Supported Work . Table 3 shows that the supported work programs 
resulted in negative net benefits. This is because the relatively high 
costs of these proqrams offset the gains in income and grant savings 
resulting from the provision of these services. 

Although 'the supported work ^programs— which averaged nine moniihs of 
services— did hot result in. a positive net benefit, they did result in 

t 

significant increases in earnings for all long-term female AFDC recipients, 
with the larnest gains being made by women with no^ recent work experience. 
For this group, the increases in earnings were due to increased wages, as 
well as increased work hours. In fact, 42 percent of the earnings 
increases associated with the supported work programs were due to increased 
»-;ec]ps. The remainder of the increase was the result of an increased number 
of hours worked. 
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The gains In earnings from supported work parti clpiit Ion seen»ed to 
hold up ovf»r time. Specifically, these gains did not decline significantly 
after three years. 

Supported work training also resulted In AFOC grant savings. This 
is because the earnings of supported work participants were either (1) 
large enough to make them Ineligible for aid or (?) large enough to reduce 
•the size of their AFDC grants. To a certafh extent, the grant savings 
produced by the Supported Work program were larger than those attributed to 
other programs because supported work trainees had smaller child care 
expenses . Specifically, very few supported work participants had children 
under six years old who required fullrtime care;^ Instead, most trainees 
had children between the ages of six and twelve who only required some 
after-school attention. By targeting services to women with older 
childrnn^ the Supported Work program was able to limit deductions for child 

care costs, and therefore increase— relative to other programs— AFDG grant 

....... ...y ] 

savings. 

Mandatory Work Experience s In general, mandatory work experience 
programs require AFDC or Food Stamp recipients to work In. assigned jijbs for 
a specified number of hours each month in exchange for their benefits. The 
number of hours worked by each recipient is determined by dividing the 
family's monthly grant by the minimum wage. 

It is somewhat difficult to evaluate work experience demonstration 
prnqrams because the research findings reported to date e'lther are 
prrliminary gr lack adequate supporting data. Our review of these 
findings, however, cause us to conclude, on a preliminary basis, that work 
experience programs <io not result in significant gains in earnings to' men. 
The benefits of work experience programs to women are mixed. 




We reviewed two studies Involving women In work experience programs: 
tho Food Stamp Workfare program and the San Diego Work Experience program. 
Both programs also provided job search services to AFDC recipients before 
they entered the Work Experience component. The experiences of Women In 
these two experiments were not tonslstent: the women In the Food Stamp 
experiment shewed net/'galns in Income and grant savings; the women- In tlie ' 
San DJego Work Experience program showed no gains in earnings. 

It is not clear why. the results from the two programs are so 
different. One possible explanation is that the programs served different 
types of recipients. While the San Diego program served only AF.DC 
recipients, the Food Stamp experiment involved both AFDC clients and 
non-AFDC recipients. In any event, until the final San Diego results are 
published, wp cannot draw firm cwMflusipns about the effectiveness of work 
experience programs for women. 

The effect of work experience services on the earnings of men, 
.hovfftver, seems clearer. These services did not translate into significant 
.increases in earnings for male participants. One evaluation concluded that 
"work experience treatment made little difference since most job finders 
would have fpi^ffd^wTrk anyway, while the hard-core unempToyables appear not 
to have been changed by their experience."^ 

Table 3 shows 'that mandatory work experience programs did produce 
qrant saving?. The grant savings, hov/pver, resulted not from' increases in 
earnings of AFDC recipients , but rathpr from the sanctions applied to 
families whose head f?iled to participate in the program. For example, 

T Rarrv friedman, et. a1 . , ~An"Eva1 uation of the Massachusptts Work 
Experience Progra m (Waltham, Massachusetts: Brandeis University, 
October 1980). 
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Vihpnever the head of the household for an AFOC-U family failed to ' /' 
satisfactorily participate in t;he program, the entire family lost Its 
grant. In contrast, the grant for an AFDC-F6 family was reduced (but not 
eliminated) whenever 'the head of the household failed to satisfactorily 
participate in the program. , 



Grant Savings Under Current AFDC Rules 
May Be rfTgFier 



and training 



The studies summarized in Table 3 found that employment 
services provided to voluntary program participants did not*ring about 
significant reductions in the AFDC grants going to these participants. 
This is largely because allowable deductions— such as the $3)0-and-ohe- 
third earned income detlucti on—enabled AFDC recipients to increase their 
earnings without lowering their AFDC grants. " Since those studies w#e 
completed, the federal government ^has limited the length of time that these 
deductions are available to AFDC recipients. Currently, the $30 deduction 
is limited to 12 months and the one-third deduction for the remaining 
earned income is limited to 4 months. At the, end of the 4- and 12-month 
periods, earnings are fulrly deducted from the family's grant on a 
dollar-for-dollar basis. 

These limits on earned income may effect the impact of employment 1 
and training services on AFDC grants in two ways. First, limiting the 
earned income deduction may reduce the incentives for AFDC recipients to 
work. This is bpccure afl«»r the 4- qnd 12-mcnth periods, working while on 
aid will not inrreasn the family's net income. To the extent that this 
liiri>. on the ea^.^ed income deduction reduces the incentive of the AFDC 
recipient to work, the impact of employment and training services on 
earnings may be smaller than what has been found by the demonstration 
prograi^^s. 
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Second, Increases jn earnings that can at1?r1buted to these 
employment and training .services are how more likely to generate grant 
savings. This 1s because the new federal ruJes do not permit AFDC 
recipients to take the $30-and-one-third deductions. Indefinitely. Instead, 
increases in earnings will result 1n a dollar-for-dollar reduction In the 
family's grant and therefore result In lower grant paj^ments after the 4- 

and 12-month periods. Because the federal^cbancies wefi?. Implemented - 

recently, we have no data showing the impact of these changes on an ; 

individual's incentive to work or on the level of grant savings achieved by 

m 

WIN training prograftis. , 

Mandatory vs. Voluntary Participation in Employment 
Programs * 

"» ' • 

Table 3 allows us to compare the effectiveness of job search . 
services provided tp mandatory and voluntary program participants. The 
table suggests that job search services result In larger increases In 
earnings for voluntary participants than for mandatory participants. For 
example, women who volunteered for job search services experienced an 
annual increase In earnings averaging $575, while women who were required 
to participate in jot search training experlencec^ an Increase in earnings 
of $113. This suggests that voluntary programs may elicit larger average 
aains in earnings for participants. The final results from the San Piego 
exppriment may shed additional light on the relative effectiveness of 
voluntary and mandatory programs. 
Recommendations 

CWESTA ^ 'epds to be Redesigned . As discussed above, the CWESTA 

t 

program is t.psting thp use of fixed-rate performance contracts as a method 
for reimbursing training contractors. Under CWESTA, providers are 
reimbursed based on iheir placement rate. As we discussed in Chapter ?, 




this emphasis on placement rates encourages employment programs to serve 



Individuals who are o'ob-ready. This is because training the Job-ready 



to training providers. As a result, recipients lacking recent job 
experience probably will /not receive CWESTA training where this 
reimbursement mechanism is used. . . / 



We also" showed in Chapter ? that providing employment services to 
Individuals who lack recent job experience--that is, those who are not the 
job-ready— results in the largest .income gains. 



who are likely to benefit most from such training, we recommend the 
enactment of legislation modifying the program's reimbursement mechanism so 
that increases in recipient income— not placement rates— ,is the basis for 
reimbursing training providers . 

Need to Review Current Supported Work and Job Placement Programs . 
Research 'completed to date finds that the cost of supported work services 
exceeds the increases In participant earnings and grant savings 
attributable to these services. Thus, a? shown in Table 3, the provision 
of supported work services is not a cost-effective means for enhancing the 
earnings of AFDC^ recipients. Table 3 also indicates that job placement 
services are not cost-effective, for the same reasons. ♦ 

In 1983-84 the state spent $9.3 million from the General Fund for 
proqrams providing supported work and job placement services. The state's 
supported work pilot cost $900,000 in 1983-84 ($300,000 General Fund and 
$600,000 in federal funds). In addition, the state spent $9.0 million from 
the General Fund on .job placement services provided through the Job Agent 




placement rates, and therefore higher profits 




Therefore, to ensure that CWESTA training is prov.ided to individuals 
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and Service Center. programs . The services provided by these two programs 
are available to both AFDG recipients and other "economically 
disadvantaged." , ' . 

Not oVily do the research findings cited earlier in this chapter cast 
doubt on the cost-effectiVehess of supported work and' jot pljacement 
services; past evaluations of the programs offering thes§,_serv1ces in^- 
California also indicate that they are not.cost-effeptive m^ahs of helping 
individuals find jobs. A 1976 EDD study of the Job Agent program* for 
example, concluded, that the role of the job agent tended to resemW^that 
of an intensive placement special ist--a role which "cannoj be' consideV;ed 
cost-effective." A Department of Finance study of the effectiveness of job 
agents conducted in 1981 concluded that the agents do not "hav^ a 
predominantly difficult-to-place caseload, as the program intends that they 
should."^ Similar evaluations of the Supported Work program indicate *that 
the services are not helping AFDC recipients find jobs in a cost-effective 
manner. In a 1982-83 evaluation of the program, EDD concluded that the 

"costs to operate the program exceeded the benefits" of the services to 

■ • 2 
recipients and the state. 

Substantial changes have been made to both the Job Agent and 
Supported Work programs since these evaluations were conducted. Ais a 
result, we are uncertain as to the effectiveness of these programs at the 
present time. Therefore, we believe an jntensive evaluation of .-the 
effectiveness of these programs is warranted. Accordingly, we recommend 



T. "CaTTTornla State'Department of hnance, The Job Agent Program (October, 
1981). 1 

2. EmpioymeVt Development Department, Welfare Employment Programs: 
1982-83 Report to the Legislature . 
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' * EDD conduct In-depth evaluations of the ^ob Agent, Service Centeri and 
Supported Work programs In order to determine wKethy these progratfts 
provide cost-effective .services to'AFDC recipients, and othev economicany 
disadvantaged persons. We further recotnmend that the departjnefrt aUo 
determine the relat^f^ effeotlveness of these services compared to Job 

' search assistance; as welVas on-the-job and other traini ng services.' 

' [ • * #-T 
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CHAPTER IV ' 

. ^ WHAT ROLE SHOULD LOCAL LABOR MARXETJ ^ 
CONDITIONS PLAY IN THE STATE'S WIN STRATTGY? 

, • . ••• > * , ■ ' * "* • ■ 

Local WIN programs do not operate, independently of the local* 

economic and political environnient. This chapter discusses 'two factors 

.. ' . - ■ » • . , 

that, a-t the local leveli, can af Infect the success of employment and training 

' ■• • . ' ' ' • . 

services furnished to AFDC recipients under the WIN program: ■(!) support 

" * ' !• • 

of the local government. and t?) locaV economic conditions. ' , 

Support of Local. Government is Ess e tial • 
To a Coordinated WIN Strategy / 

The, success of the WIN program isJheavily dependent on the supports 

of local officials, fbr two reasons. First,' TocaV governments currejitly 

des 1 gn * Job , Training Partnership ^Act (OTPA) programs that provide .employment, 

sf-rvlces to AFDC recipients. Second, local government opposition to 

certain types of employment programs can impair their .operation and 

j( / ' • 

effectiveness. * . * , ' 

^ Local Governments Currentl.\^Desiqn Employment -Programs ; Under the^ 

JTPA, lo^al government and business officials design tra.ining pr'ograms that 

•provide services 'to economically .disadyantaged individuals,' InclHding AFDC 

recipients. These officials also set priorities , for spending JTPA funds, 

detprmine the types of services to be provided, and. approve the 

administrative structure used iii delivering these services. ^ >' 

Because the JTPA program began only recently,' it i,s too early to ■ 

evaluate the effectiveness of the services it provides to AFDC recipients^ 

Nevertheless, our program- reviews have 1denti,fied several prpblems w'ith the 

• • (. 
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design of local JTPf programs. \ First, local qovernments generally are 
providing employment services ta job-roady candidates. This is becaus^ 
JTPA provides financial Wards^o iiroqrams with high placement rates. As 
discussed in Chapter 3. the use of placement rates as a performance measure 
encourages program managers to target services on recipients -who are ^ 
1ob-ready"and discourages them from training AFDC recipients who would 
benefit the most from such training Cthose who lack recent .iob experience). 

Second, in most communities there. is no formal coordination betvueen 
th<terv^es provided by local,. WIN offices and jfPA programs. As ja result, 
AFDC reciblierts who desjre JTPA training must take the initiative., 
themselves by going to JTPA offices-. Jhe local^JTPA staff then assesses ^ 
the individual for'nreded services, even though "the WIN program may already 
have determined that the person does not need training in order to find a . 

. ■ * 

job. The DSS advises us that it has no. plans to increase the xoprdl nation 

.. . ■ " ■ ■ , ' ' ■ . '^"^>'' 

between the WIN program ai?d OTPA. ^ . 

Local Government Opposition Can Hinder Smooth Program , 

Implementation . The second reason why coord i nation. at the local level is 

fmportant'is that oppds'ition by the" countjes can impiair the smooth , 

4 * 

operation of certai/ types of programs, such as. mandatory work experience. 
Two work experience programs imp'^emented in California in 1972 and 1982 
illustrate U'e . importance of community .support. In 1972, California began 
the Community Work Experience program (known as CWEP), iji spite of ^ 
Opposition from welfare righ^t's^and corrmunity groups, as well as from manj' 
• county qbvernments. This opposition resulted in up ven implementation af\d 
cf^rt challenges, causing the proqraTnto never really get off the ground. 
According to EDD. '^sifiposi t4on in some counties designated for CWEP was 

* 
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reflected in limited participation, or refuial to participate, by the 
counties and local government jurisdictions.r In some counties, strong 
opposit^lop meant that "getting CWEP ass1gnne|its in any public agency was 
very.dlfficult."^ ' . . . 

In contrast, the demonstration work experience program Initiated in 
San Diego for AFDC applicants was begun at the requeS^t of the county. 
Moreover, the county paid for half of the work experience program's 
administrative costs, with the federal, government paying the other half. 
Not surprisingly, the San Diego project, unlike the earlier program, has 
been Implemented reasonably smoothly and quickly." 

Conclusion . We believe that state and local coordination of wIN and 
JTPA services is essential if the impact of these services in terms of 
increasing participant earnings and reducing AFDC dependency Is to be 
maximized. There are two major reasons why coordination is essential. 
First, coordination ensures that both levels of government are working 
towards the same goals. Second, coordination between the WIN and JTPA 
programs offers an opportunity to eliminate potential duplication of 
services. 

\ Coordination could be facilitated through formal agreements 
outlining the duties of the state and local entities in implementing their 
employment programs. Absent these agreements, state and local strategies 
probably will differ significantly, thereby blunting the effectiveness of 
tho WTM and JTPA services provided to AFDC recipients. Furthermore, under 
a inint agreement, the WIN program could agree to assess fecipients for 
sprvices and provide needed supportive services. In exchange, the OTPA 

T. Employment DevpTopment Department, Final Report on the Community Work 
Experience Program (April 1976). 
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provider would aqree to train AFDQ recipieints only i^ designated for 
trp^pinq by the WIN program. Such an agreement" would help eliminate 
potential duplication and ensure both the WIN and JTPA programs followed 
the sam^ targeting strategy. Without explicit coordination, recipients 
could be assessed for services by both programs. 

In order to facilitate coordination of eifiployment services, and 
thereby enhance the overall effectiveness of these services, we recommend 
the enactment of legislation requiring local WIN offices to enter into 
f ormal agreements with local JTPA programs calling for (1) AFDC recipients 
lacking recent job experience to be given the highest priority for 
employment and training services furnished by both programs and (2) 
elimination of those intake, ^^ssessment, and training activities that are 
dupl icative . 

State's Strategy Must. Consider the Effects of 
Local Economic Conditions 

kesearrh indicates that local economic conditions significantly' 

influence the success of the WIN program in helping AFDC recipients find 

jobs. Specifically, the supply of, and competition for, jobs in 

ncrup>^ticns suited tc the skills of AFDC recipients are major factors in 

the success of local WIN programs. One study cited the following three 

van'ablps aS' important factors affecting the success of local WIN programs: 

f The Presence of Low-Wage Industries . Since AFDC reci^^nts often 

have few skills, low-wage industries--those hiring low-skill 

workers--are a major source of jobs for AFDC recipients. Fewer 

low-wage jobs means fewer AFDC recipients are placed in jobs by 

thp WIN program. 



55 

-49- 



t The Size of the Local Poverty Population . Larger numbers of poor 
people result in Increased competition for available low-wage. 
I j(Sbs. Increased competition for obs means fewer successful 

i! 

'I placements under the WIN program. 

t 

t The Rate of Local Employment Growth . Local economic growth can 
increase .inb opportunities for AFRC recipients, both directly and 
indirectly. Local economic, growth can create new- job openings 
directly for AFDC recipients to the extent that new jobs are 
compatible with the skills of such recipients. Economic growth 
also can create job opportunities indirectly for AFDC recipients 
by permitting workers with the required skills to move up to 
better jobs. As these workers advance, they leave -ground-floor 
employment opportunities for the less advantaged job seeker, such 
as AFDC recipients.^ 
Thesp findings suggest that the availability of jobs suited to the 
skills of AFDC recipients is an important ingredient of a successful WIN 
program. But what happens when there are few such job opportunities. in a 
given area? Research conducted to date indicates that during times of high 
unemployment, the number of jobs available forvAFDC recipients falls 
sharply. Onp study concluded that high unemplo^-m^t reduces the 
effectiveness of WIN in helping AFDC recipients findX^bs. 

\ 

\ 



TT^WtcFell, orWrk L. Chadwin, and Demetra S. N 1 gh t i n ga 1 e , I mpl emen 1 1 n g 
Welfare-F.mployment Programs: An Institutional Analysis of the WIN 
Program f Washington, DS,': Urban Institute, as cited in Evaluation 
Pesjgn A'^sessmen t of Work-Welfare Projects FBerkeley. California: 
Berkelpy'TTanning Associates, 1980J). 

?. Pacific Consultants, The Impact of WIN II: A Longitudinal Evaluation 
(Berkeley, California, 1976). ' 
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Increase Local Autonomy Over the Types of Services Provided Under 
WIN . The DSS has no plans to alter its WIN strategy in order to 
accommodate local economic conditions. Instead, the DSS plans to require 
AFDC-U recipinnts to participate in Job search workshops and a subsequent 
supervised job search, regardless of how many suitable jobs ar^e available 
locally. Local. WIN managers will have no authority to alter the types of 
services provided to participants. This authority will be retained by DSS' 
central office in Sacramento. 

We conclude, however, that teaching job search skills to AFDC 
recipients 'When there are few job operings- in the loc?l labor market does 
not make sense for most recipients. In fact, asking long-term AFDC 
recipients to search for jobs when few jobs exist in their local area may 
be counter-productive by reinforcing their own feelings of inadequacy. As 
onp study concluded, "While it is always true that turnover and 
firm-specific expansion will create some job openings, even in the worst of 
times*; it is important to recognize just how severely limited job 
opportunities become for the disadvantaged in times of recession."^ 

Given this, we believe it is essential that the state's employment 
and training strategy be flexible enough to adjust to changes in local 
labor market conditions. For example, in times when few suitable job 
openings exist, the state's strategy should de-emphasize job search training 
and instead rmphasizp attaining more salable skills. During periods of 
dpprrssed labor demand, job search services could be limited only to those 
individuals who have skills for which there is a demand in the current job 
markPt, but who have not worked recently. In summary, it U a waste of 
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resources to require a job search by people who have virtually no chance of 
findinq a job, 

■ 

o 

As job search Is deremphaslzed, there could be an Increased emphasis 
OP skill training in those occupations for which there is a^ demand in the 
labor market. Increasing the amount of skill training provided under WIN, 
would (1) reduce the size of the low-skill population in the local area and 
(2) focus the employment goals of AFDC recipients on jobs, outside the 
low-wage segment of the labor market that are available to recipients with 
a moderate amount of training. 

Altering local programs to accommodate changing economic conditions 
would require that local program administrators be vested with 

V 

» "* ■ f 

responsibility for, and authority over, the types of employment and 
training services provided to AFDC recipients.. This responsibility is, 
necessary because an understanding of local labor markets— that is, what 
jobs are currently available and what jobs will be available in the 
future--is essential if an effective employment and training strategy is to 
be implemented. Directing 'the mix of services— job search or skill 
training-"cannot be done by the central DSS staff in Sacramento. 

Therefore, to maximize the effectiveness of WIN services, we 
recomm end enactment of legislation giving local WIN managers responsibility 
f or determining the types of services provided locally. We further 
r ecommend that the proposed legislation require DSS to develop guidelines 
and procedures providiMq local managers with the information needed to 
dpt.prmi n e the appropriate types of services to provide under different 
economic cnnditibns. 



• / 



CHAPTER V , 

•• ■■ • ' - :• /■ \ 

HOW CAN THE STATE ACHIEVE REDUCED WELFARE 

DEPENDENCY AND INCREASED GRANT SAVINGS? " \ 

>^p^1s chapter, we Identify a strategy designed to maximize the 
positive impact of employment and training services on AFDC recipients. j 
This strategy is based on the findincjs reported In previous .chapters. 

As we discussed in Chapter 1, the WIN pragram can be administered ti 
achieve two different goals: (l).to reduce weH^are dependency by ^ 
increasing the earning powervof AFDC recipients and (2) to reduce AFDC 
grant expenditures. The eight demonstration programs that form the basy^s 
for this report indicate that both goals are not automatically achievefS by 
a single strategy. Instead, the results of these demonstrations suggest 
thdt a two-tiered strategy is needed to achieve these goals at the lowest 
possible cost. " / / 

EDO's Estimate of WIN-Related Grant Savings 

The OSS believes that its current strategy of providing WIN job 
search services to newly registered AFDC-U recipients maximizes grant 
savings, and at the same time helps the maximum number of AFDC recipients 
escapp welfare dependency. The EDO estimates that WIN services resulted in 
grant savings totaling $220 million in 1982-83. Thus, according to EDD, 
total AFDC payments would have been 7.6 percent higher in 1982-83 had it 
not bepn for the WIN° program. 

We believe that EDD has overestimated the impact of the WIN program 
on the AFDC caseloads, for two reasons. First, EDO's estimate gives the 
WIN program credit for the jobs found by even those WIN participants who 
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found jobs without the help of t^'e WIN program. For example, the EDD 

co|siders a WIN participant receiving placement assistance to be a 

successful placement regardless of whether the indiv14uars job resulted . ' ■ ^ 

froio a WIN referral or from the individual's own, independent job search. 

In this way, the WIN program receives credit for an^ WIN participant who 

finds a job. Since a large number of WIN participants would have found 

jobs in the absence of the WIN program, EDO's estimate of grant savings is " 

too high. 

Second, EDO's estimate of WIN savings is too higK because it' assumes 
that the participant' would have remained on AFDC for a period of time equal 
to the average stay on aid for aVl_ AFDC recipients. However, as we 
discussed in Chapter 2, the OSS targets WIN services on AFDC recipients who 
are not like the average recipient. These recipients invariably have 
recent job experience. Because WIN participants have recent job 
experience, they are more likely to s+,«/ on aid for periods of ^ time that 
are shorter than those for the average AFDC recipient. 
Two-Ti ered Approach Needed 

We believe the results of the empirical research' reviewed for this 
report provide a relatively clear picture of the efficient way for the 
WIN program to achieve its tWin goals of reducing welfare dependency and 
AFDC prooram .costs. First, job search services and skill training services 
should be provided to individuals who lack recent job experiencj (most 
often these are AFDC-FG recipients). The empirical work clearly- indicates 
that voluntary job search "services and skill training services result in 
increased income for AFDC recipients who have no recent job experience. 
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We do not. know, however, whether Increajslng the Income of these AFDC 
recipients will translate Into grant, savings., \The research results that we 
reviewed found no significant relatldshlp bntwi^en Increased earnings and 
reduced grant expenditures. This is primarily b^ecefuse at the time these 
studies were conducted, APOC recipients could exempt indefinitely $30 of 
earned Income plus one-third of the remainder when calculating the' AFDC 
grant. Recent federal changes that Vimlt the $30-and-one-th1rd deduction 
to a specified period of time may significantly increase the chances that 

9 

employment and training services will result in Ar;)C grant savings. 

On the other hand, reducing the length of tirt^e during which the 
allowed deductions are available may also reduce the incentive for 
recipients to seek a job hy decreasing the benefits to recipients from 
working. Unfortunately, we have no data to help answer the question of how 
thp new federal rule changes the work incentives of AFDC recipients. 
— — - "S"p t;6ng,~T1ie studies suggest that mandatory work .experience programs 
should be targeted on recipients with recent job histories. These studies 
indicate that grant savings result from requiring newly registered AFDC-U 
recipients (who, by definition, were recently employed) to participate in 
work experience programs. The studies also Indicate that job search 
training should not be a component of a work experience program. This is 
because the savings from the Work Experience program result not from 
increases in income but from the sanctions applied against AFDC-U families 
that refusp to participate in the pronram. Moreover, it is, not the job 

» - ■ ■ 

search component of the San Diego program that produces grant savings, but 

♦ 

the 13-week work requirement. 
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Gr^nt savings resulting from sanctioning actlfitles raises an 
Important policy Issue: what happens ta AFDC-U families that are 
sanctioned? Unfortunately, we have no data on the well-being or behavior 
of these families. Thpre are a, number of possible outcomes* tKat cou^ 
result fro/n sanctioning. First, sanctioning could, 1n effect, force a 
member of the family to get a job. In this case, sanctioning would achieve 
a positive 'result. Second, the family could turn to family and friends for 
support. Third, the father could leave the family so that the wife and 
child would qualify for AFDC-FG. Clearly, encouraging family breakups is ^ 
■not a positive outcome. 

Can One Strategy Achieve the Twin Go als 
Of the WIN Progra m? , 

The research ^'indings reviewed for this report suggest that the two 
goals of the WIN proqram are not necessarily complimentary. Specifically, 
certain types of employment services (job search and sk'ill training) 
increase participant earnirrs, but do not seem to generate grant savings. 
Other t^pes of employment services (mandatory work experience) create grant 
savings, but do not increase a participant 's earning' capabilities. 

The available evidence also suggests that different types of 
services are-successful with different categories of AFDC populations. 
Skill training and job search activities are most effective for AFDC-FG 
recipients who have weak ties to local labor markets. Work experience is 
most effective for AFDC-U recipients, partially because of the rules 
governing thf sanctioning of AFDC-U families. 

• 

Thus, we have a remarkably clear division betwef... two goals, two 
groups of recipients, and two types of services, as shown in Chart 3. This 
chart suggests that the state should pursije differe'-t stratefies in order to 
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achieve the goals of increased earnings and grant savings. Providing job 
search Services to AfDC recipients who lack recent job experience will 
result in decreased dependency on AFDC. BeqjJiring AFDC recipients who have 
recent work experience to- participate 'in mandatory work experience will 
generate, si gnificaiit amounts oT^avtngs to ^e AFDC program. 



Cbart 3 

Increased E&rnings and Grant Savings Do Not 
Result from the Same WIN Strategy 



Strategy 



Service 



Job Search/Training 
Services 



Recipient 



Goal 



> 


AFDC-FG 


1 

> 









Increased 
Earnings 



Work Experience 



AFDC-U 



Grant Savings 
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, Should the State's Strategy. Maximize Grant Savings , ^ 

" Resulting from WIN Activities? ~ 

Should AFDC grant savings be given a high priority in designing the 
state's WIN 'strategy? We believe that while the achievement o^ grant 
savings is a legitimate goal of the WIN program, it may not be realistic to 
expect training and job search services to yield such savings in the .short 
tprm. To the extent this is the case, we believe increasing recipient 



, we\^li 

\ 



eve 



earnings should command a higher priority. Over time, however 
that recommendations made in previous chapters of this report will maximize 
the impact of current training resources in helping recipients become 



self-sufficient. 
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Maximizing grj?nt savings from mandatory programs, such as work^ 
experience, is also a legitimate strategy. Hpwever, we cannot recommend at 
this time tbat the state institute mandatory work experience programs, for 
two reasons. First, we do not know what happens to families terminated", 
from aid due to program-related sainctions. If sanctions force families to 
break up in order to make the wife'and child eligible for AFDC-F6, these 

» ■ . . 

sanctions do not support either, goal of thje WIN program. 

i 

Second, the preliminary results from the San Diego work experience 
program fail to show that the services provided by the program are 
cost-effective. The program's cost is greater than the grant savings 
realized from sanctions. We await the final report on the San Diego 
program before drawing definite conclusions on the program's cost- 
effectiveness. 




A 

1 
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APPENDIX A 

i 

! THE AFDC AND WIN PROGRAMS 

. » 

i 

"^b^i WIN program 1,5 designed to increase the incentive for AFDC 
recipients to find a lob,. Thf AFDC program itself, however, provides both 
incentives and disincentives for recipients to find work. Althoug' Vclose 
examination of the work. incentive features of the AFDC program falls 

1 

outside the scope of this paper, it is important to understand the ma.ior 
ways in which the AFDC program affects the in9entives for clients to search 
for jobs. I 

The AFDC program rules are es.tablished by bpth the federal and state 
governments. As a result, neiither level of government fully controls the 

• N 

design of the. AFDC prograin nor the incentives for refcipients to seek 
employment. The major program features affecting work incentives are 
described below. Design factors controlled by the state are listed first; 
those controlled by the federal government are listed second. 
Features Under State Control 

1. Size of AFDC Grants . The size of the AFDC gran,t determines the 
waqp an AFDC parent must earn in o_rder to be better off by wori'ing than by 
rpcpiving AFDC. This is referred to as the "bre^even" point.. The higher 
the AFDC grant level, the higher the parent 's ^wage needs to be in order for 
him or her to break even. Thus, in theory, providing relatively high AFDC 
grants creatrs a disincentive for AFDC recipients to seek work. Empirical 
research, however, has not clearly demonstrated that this disincentive has 
a substantial effect on recipients' efforts to search fqr work. 
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J>. Need Standard . Recipients are Ineligible for aid under the AFDC 
program If the family's gross Income exQeedjs 185 percent of the need 
standard. The need standard Is the state's assessment of the amount of 

. . 

money required to provide for a family's basic eeeds (for. example, 'shelter 

food, clothing, etc.). As a result, the higher the need standard, the 

higher the Income the family can earn and still- remain ellgtble.for'AFDC 

and related benefits, such as Medl-Cal.' In-thebry, Increasing the; need 

standard (without increasing the AFDC grants) 'would Increasfe incentives for 

recipients to .work because a higher need .staridard j^yould Increase the amount 

** 

of Income a family could earn and still ^ema1^ eligible' for AFDC* and 
Medl-Cal. • * _ ' 

3. Employment Search/Work Experience Programs , the federal Omnibus 
Pecoricillation Act of 1981 established two employment programs that states 
can implement at their option: (a) employment search and (b) work 
experience. Employment search programs are onl^ loosely defined in federal 
law. In general, tcpToyment search programs must require all mandatory' WIN 
registrants to actively. seek employmenjljfoi^ra- spectfted~perl6d of time. . 
States alspjcAn-require' participaiits to contact a certain.number^of : 
employers during that specified period. T.o qualify for federal funding, 
state employment search programs must (a) be implemented statewide and (b) 
serve all mandatory VlIN registrants. . . ^ 

The DS5 proposes to make employment search a component of the <- 
state's WIN demonstration program. The state, however, will not Qualify 
for federal funding under the Employment Search program because DSS does 
not. plan to require all mandatoi^ WIN registrants to participate in the 
program, as required by federal law. . * 
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Under the Work Experience program, mandatory WIN participants are 
required to work In a public dr ndhj^rofit ,1ob for a specified number of, 
weeks in exchange for their AFDC benefits. Participants are required to 
work the less.er of (a) 32 hourS a week or (b) the number of hours derived 
by. dividing the r§cipient's monthly grant airtoiint by the minimum wage. In 

.additioQ, one day^per week is set'aside;^ that a participant can search , 
for a' regular paying job. State work experience programs need not be 
statewidp to qualify f6r federal funds.' The program, however, must serve 

, all ^recipients without children under the age of three so long as child 
care is available. . . ^ 

* 

Presumably, the Employment Search and Work Experience programs 
ificrease the. incentives of AhOC recipients to find employment by requiring 

/' 

search programs in helping AFDC recipients to find jobs has not been 
evaluated. " The effectiveness of work experience programs is discussed in 
Chapter 3^ . , 



them to look for a job. To our knowledge, the effectiveness of employment 



Features Controlled by Federal Law ~ 

1. Thirty Pol lar-and-One-Third Deductior) . Under federaUaw, AFDC 
families are pemittpd to deduct \ne first $30 plus one-third of any 
remaining 'earned income from tptal family income when calculating AFDC 

benefits. Presumably, this deduction creates a po r'^ 1 ve incentive for 

« 

recipients to work because it p.ermits families to realize a higher income 

by wo^king than they would if they only received "the AFDC grant. This is 

because for every additiofts^ dollar earned b/ the family,, AFDC benefits are 

reduced by only 65 cents, instead of $1. The '$30 deduction is limited to 

'J" 

the first 1? months of employment. The remaining earned" inf'^me deduction 
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is limited to thR first 4 months of employment and is applied to aarnings . 
only after all other deductions to income are made. 

♦ 

2, Wor^-Related Deductions . Federal law permits AFDC recipients 
who work to deduct work-related expenses from their earned income when • 
calculating their benefits; Work-related. expenses include transportation 
and child care expenses, as well as the costs of any tools or uniforms 
necessary for working in a specific job. Individuals who are working are 
able to deduct $75 per month for work-related expenses. In addition, 
recipients are able to deduct up to $160 per child per month for. child care 
expenses. Presumably, these deductions increase the incentive for AFDC ^ 
recipients to seek employment by allowing them to work without having to 
pay for work-related expenses. 

3. Work Limitations for AFDC-U Recipients . Under federal law, an 
AFDC-Unempl oyed Parent (AFDC-U) re^cipient can only work. 100 hours per month 

• and still remain eligible for aid. As a result, recipients are not able to 
receive aid while working in a full-time job (160 hours per month). It is 
possible that this provision encourages recipients tg-work part-time rather 
than full-time, especially for those months when the $30-and-one-third 
deduction is available. This requirement also introduces a quirk'^into the 
AFDC-U program: for a recipient to benefit from tak t;3 a full-time job, 
the iob must prqvide an income greater than the grant level plus the 
^in-kind value of Medi-Cal benefits. Because the value of the AFDC-U grant 
and Medi-Cal benefits may be higher than the income many ',ndividuals can 
obtain through full-time employment, the 100-hour limitation may actually 
discourage AFDC-U recipients from seeking a job. Without this limitation, 
f.arned income from a full-time job could simply reduce a family's benefits, 
not make it rompletely ineligible for aid. 
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4. mN Participation . , Pederf«l law requires most recipients of 
AFDC-U and' many AFDC-F6 recipients ♦o register fjor the WIN program. 
Certain AFDC recipients are exempt from V *l participation. Specifically, 
the head of the household of an AFDC-FG family is exempt from the WIN 

t 

program if the youngest child is under six years of age. This rule exempts 
more than 50 i percent of all female AFDC-FG recipients , from the WIN 
• reauirement. . In addition, all recipients can be' exejnpted for the following 
reasons: 

0 Child rare, transportation, or other supportive services 

I necessary for a recipient's participation are not available. 

I 

WII^ offices are njut^ than one hour's commuting time away from 
a participant's home. 

0 Participation in /the WIN program would impair an individual's 

I 

physicrl or mental healfh. 
Presumably, requiring participation in the WIN program increases 
recipient job search efforts, ^hereby increasing the fikel ihood of finding 



a .iob. 



\ 

\ 
\ 



\ 
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APPENDIX B 

EVALUATIONS OF EMPLOYMENT AND TRAINING 
SERVICES, UNDER THE WIN PROGRAM 



Job Placement 

Ketron, Inc., The Differential Impact of the WIN II Program (Wayne," 
Pennsylvania, 1979). ~ " 

Job Search Training 

Manpower Development Research Corporation, Job Search Strategies: 
Lessons from the Louisville WIN Laboratory (New York, 1983). 

Skill Training ; Estimates shown in Table 3 were derived from the 
Congressional Budget Office report. ' ^ . 

Ketron, Inc., The Differential Impact of the WIN II Program (Wayne, 
Pennsylvania, 1979) . ~ ^ 

Pacific Consultants, The Impact of WIN IT, A Longitudinal Evaluat ion 
(Berkeley, California, 1976). ' 

Congressional Budget Office, CFTA Training Programs; Do They Work 
for Adults? (Washington, D.C., 158?). 

Supported Work : Estimates shown in Table 3 were derived from the Manpower 
Developnent Research Corporation report. 

Manpower Development Research Corporation, The Impact of Supported 
Work on Long-Term Reci r ients of AFDC Benefits (New York, 1981). 

StanlpyMasters, "The Effects of Supported Work on the Earnings and 
Transfe?^Paympnts of its AFDC Target Group," Journal of Human . 
Pesources (Voluine XVI, No. 4). * * 

Wf.-. » Experience 

Parry Friedman, .et. al . , An Evaluation of the Massachusetts Work 
Experi ence Program (Brandeis University: Waltham, Mas-sachusetts , 

vmy, 

U.S. Pppartment of Agriculture, Third Interim Report to Congress, 
Foodst.amp Workfare Demonstration Projects (Washington, D.C., 1982) . 

Manpower Developnent Research Corporation, Preliminary Findings from 
the S=in Diego Job Search and Work Experience Demonstrati on (New 
York, '].9My. 
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